











Days Payable Outstanding (DPO)

Purdue Compares with U.S. Pharmaceutical and Biotech Companies

Higher the Better (if no discount)
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Cash Conversion Cycle (CCC)

Purdue Compares with U.S. Pharmaceutical and Biotech Companies

Lower the Better
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Working Capital as % of Net Sales

Purdue Compares with U.S. Pharmaceutical and Biotech Companies

Lower the Better

%
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Purdue Compares with U.S. S&P 500 Index Companies

Lower the Better

Median @ 46, ,Average @ 48
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Purdue Compares with U.S. S&P 500 Index Companies

Lower the Better

Days

Median @ 54:

Average @ 72

%-tile

2

152

JIL:3SAN
9'49:3SAN
vIS:sObepsen
M3:3SAN
SYD:3ISAN
X44:3SAN
Aggg:sobepsen
XS9:3SAN
W:3SAN
4J8:3SAN
1¥D:3SAN
AvHX:sobepsen
919:3SAN

= NXL:SObepsen

QH:3SAN
19V:3SAN
X10W:sobepseN
IMN:ISAN
XLN:3SAN
9YV:3ISAN
SYH:3SAN
IST:3SAN
10:3SAN
NV:3SAN
nsar:sobepsen
Y13:3SAN

YINI:ISAN
M:3SAN
S1dS:sobepseN
SYIN:ISAN
38D:3SAN
JI:ISAN
LAM:3ISAN
NZWYV:SobepseN
X1S:sobepsen
0250:59bepseN
1dd:3SAN
NLY:ISAN
V')Y¥8:3SAN
SIQ:3SAN
12:3SAN
OSL:3SAN
INO:ISAN
Q3:3SAN

S:3SAN

122:3SAN
1040:$9bepseN
dOD:3SAN
L:3SAN
VSMN:SObepsen
982:35AN

= OdM:3ISAN

CONFIDENTIAL: Working Capital Ratios

7/25/2012




OIV:3SAN
Q1d:3SAN
MND:ISAN
SYD!ISAN
AWE:3ISAN
3Q:3SAN
NN:3SAN
YOd:ISAN
YHM:3ISAN
HAD:3SAN
MX1:3SAN
MHS:3SAN
ISW:3SAN
JAW:SObepseN
IST:3SAN
38Qv:sobepsen
v2:sobepseN
M:3SAN
YEN:ISAN
33V:3SAN
MANS:SObepseN
191:3SAN
MOT:3SAN
Al44:s9bepsen
LAW:ISAN
X4N:3SAN
102:3SAN
HWZ:3SAN
150y:59bepseN
0Qa4:3SAN
y11v:sobepsen
ASH:3SAN
dav:ISAN
NSHA:SObepsen
DIN:ISAN
19Y:3SAN
WWIV:SObepseN
d02:3SAN
GAV:ISAN
YWLISAN
NNS:3SAN
ZA:3SAN
MMD:ISAN
WQAV:3SAN
NLY:3ISAN
JND:sobepseN
AON:3SAN
Hyd:Sobepsen
$2d:3SAN
SYH:Sobepsen
QDW:ISAN
0252:59bepseN
S92:3SAN
INN:ISAN
14Q:3SAN
X43:3SAN
OWD:ISAN
O1:3SAN

Average @ 64

Median @ 44

CONFIDENTIAL: Working Capital Ratios

Purdue Compares with U.S. S&P 500 Index Companies

@)
Q.
O
Q0
-
©
-
(q8)
)
(s
.
>
@)
(D)
@)
(q8)
>
(q8)
Q.
(s
>
(O
QO

Higher the Better (if no discount)
7/25/2012




Cash Conversion Cycle (CCC)

Purdue Compares with U.S. S&P 500 Index Companies

Lower the Better
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Working Capital as % of Net Sales

Purdue Compares with U.S. S&P 500 Index Companies

Lower the Better
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Effective Working Capital Receivable

. EVELIE
Management Techniques Inventory
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Core Tactics For Improving Working Capital

(Published by APQC, September 2008)

Techniques Utilized by
Purdue
Report and emphasize cash-related metrics (days sales outstanding, inventory turns, etc.) 4
Optimize the entire customer order-to-cash process 4
Reduce accounts receivable delays, complexity, and errors v
Simplify payment terms v
Segment customers by size, risk, and strategic value v

Speed billing processes and reduce invoicing errors (consider electronic invoicing and payment

v
tOO|S) [Top 20 customers used EDI.]
Communicate collection issues and speed dispute resolution v
Review accounts payable policies for opportunities to stretch payment terms without damaging v
supplier relations
Improve supply chain visibility and agility v
Adopt some form of dynamic forecasting and responsive inventory management, including cross- v
functional sales and operations planning
Optimize spare-parts inventory n/a
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Effective Techniques

for Improving DSO (Receivable)

Techniques Utilized by
Purdue

Close monitoring of customer accounts, aging receivables, and late v

payments

Timely collections (e.g. early reminders and dunning notices) v

Prompt pay discounts to encourage on-time payments v

Prepayment / direct-debit for credit-trouble or late-paying customers v

Efficient / prompt invoicing cycles (e.g. multiple) to get invoices to v

customers timely

Optimize / renegotiate payment terms (if not on par with standard) v
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Effective Techniques

for Improving DPO (Payable)

Techniques Utilized by
Purdue
Payment cycles — limited to the required frequency v

Take early payment discounts, if discounts are ROI-justified v
Avoid early payments, if prompt-pay discounts are not ROI-justified v
v

Renegotiate payment terms — migrate to industry benchmarks or best
available alternative, if current payment terms are short

Product acceptance condition — connect settlement of payables to the v
fulfillment of all contractual obligations such as quantity, quality,
delivery dates, etc.

Migrate checks into e-payments for more precised payment timing v

Back-to-back agreements—balancing the due dates of receivables and Ongoing
payables helps to minimize costs in managing cash flows Review
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Backup: Accounts Payable (DPO)

Industry Benchmarks

® |ndustry data are calculated based on the standard DPO formula of using average
accounts payable balance and cost of sales. Accrued expenses are not included—
since they are usually separately listed in the balance sheet.

Purdue

® Purdue's DPO calculation is to exclude a number of items that Finance cannot
influence. These include, for example, rebates, rents, liability settlements, taxes,
partner distributions, mortgage payments, etc. Many of these items are probably
recorded in accrued expenses and are moved to accounts payable when invoices
are presented and paid. Thus, they clear through the accounts payable account
quickly.

® Using Purdue’s specialized formula yields a DPO of 40 for 2011. (This is used in
the cash conversion cycle analysis herein.)

® Alternatively, if we use the industry standard formula to calculate DPO (and use
60% of Purdue operating expenses as non-payroll purchases), our DPO for 2011
would be ~44 days. The change of magnitude is not likely going to change the
conclusion from the analysis.

® Industry's DPO average is not comparable to Purdue because Purdue's cost of
goods is de minimis comparing with others.
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